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FORMER HEDGE FUND MANACGER | NDI CTED
BY US. IN TW SEQR TI ES FRAUD SGHEMS

JAMES B. COVEY, the United States Attorney for the
Sout hern District of New York, announced the unsealing of a
t hree-count Indictnment in Manhattan federal court today charging
BURTON G. FRI EDLANDER, an investnent adviser and former hedge
fund nmanager, with investnent adviser fraud and securities fraud.

The Indi ctnent charges that between 1994 and 2002,
FRI EDLANDER engaged in two separate fraudul ent schenes invol ving
funds he admi nistered through a related entity called Friedl ander
Capi tal Managenent Corporation (“FCMC’). First, beginning in
1994, FRI EDLANDER al | egedly solicited investors to “pool” their
nmoney al ong wi th noney FRI EDLANDER purported to manage for other
friends and fam |y nenbers. The profits earned on Pool ed Fund
i nvestnments would be prorated anong investors, w th FRI EDLANDER
receiving a fee based on a percentage of those profits. Over
time, FRI EDLANDER solicited approximtely 10 investors to invest
approximately $6 mllion in the Pooled Fund, it was charged.

Each year from 1995 through 2001, FRI EDLANDER issued a

“conpilation report” to each Pool ed Fund investor that was



supposed to reflect the performance of his or her investnent for
the preceding year. For each year, FRI EDLANDER al | egedly
reported that the Pooled Fund had made a substantial profit. 1In
fact, the Pool ed Fund began to | ose noney beginning in 1995. The
conpilation reports that were sent to investors by FRI EDLANDER
and whi ch were supposed to have been prepared by the accounting
firmKPM5 were all egedly bogus.

Mor eover, the Indictnent charges, beginning at |east as
early as 1998, FRI EDLANDER stopped investing the majority of
funds that he received frominvestors in the Pool ed Fund. These
funds were instead comm ngled in an FCMC operati ng account, and
were all egedly used by FRI EDLANDER to pay unrel at ed busi ness and
personal expenses, including personal |egal fees, fees relating
to the purchase of a condom nium boat docki ng and mai nt enance
fees, and country club dues. Thus, although FRI EDLANDER
consistently represented to investors and prospective investors
that the Pooled Fund had positive returns and several mllion
dollars in assets, in reality, the Pooled Fund had few assets
ot her than the cash deposited by new investors and rapidly
declined in value, according to the Indictnent.

The second schenme charged in the Indictnment relates to
FRI EDLANDER s managenent of a hedge fund call ed Friedl ander
International Limted (“FIL"). FIL was opened to investors in
1998, and was placed into receivership in 2002. At one tine, FIL
purported to have nore than $100 mllion in assets under

managenent .



The Indi ctnment charges that, by 2000, FIL had becone
concentrated in securities issued by a single, thinly traded
corporation, eNote.com Inc. (“eNote”). As a result, the value of
FIL, and the fees payable to FRI EDLANDER, becane increasingly
dependent on the value of the eNote securities, it was charged.

Begi nning as early as August 2000, FRI EDLANDER
fraudulently inflated the value of the eNote securities, and thus
the value of FIL, in several ways, it was charged. Between
August and Decenber of 2000, FRI EDLANDER al | egedly caused
conpani es over which he exercised control to nake substanti al
nont h- end purchases of eNote common stock, which had the effect
of manipulating the stock price upward. |In addition, in the Fal
of 2000, FRI EDLANDER al | egedly assigned inflated values to eNote
warrants that he had “gifted” to FIL and that were not publicly
traded. These warrant values were often several tines higher
than the trading price of eNote conmon stock, and were
substantially higher than the val ues assigned by eNote to the
sanme warrants, according to the Indictnent. By allegedly
fraudulently inflating the value of the eNote securities,

FRI EDLANDER sought to encourage new i nvestnents in FIL, dissuade
exi sting investors fromleaving the fund, and justify additional
i nvest ment advi sory fees for hinself.

In a related matter, the United States Securities and
Exchange Conmi ssion today announced the filing of an anended
civil Conplaint in the United States District Court for the

Sout hern District of New York, chargi ng FRI EDLANDER and FCMC with



securities fraud relating to the Pooled Fund and FI L

In addition, the Conmmodity Futures Tradi ng Conm ssion
t oday announced the filing of a civil Conplaint in the United
States District Court for the Southern District of New York. The
CFTC conpl ai nt charges FRI EDLANDER and FCMC with, anong ot her
t hi ngs, operating a fraudul ent comobdities and securities pool.

FRI EDLANDER, 64, resides in Geenw ch, Connecticut.

M. COMEY praised the efforts of the Federal Bureau of
| nvestigation, and thanked the SEC and the Commodity Futures
Tradi ng Conmi ssion for their assistance in the investigation of
this case. He said the investigation is continuing.

Assi stant United States Attorney KATHERI NE POLK FAI LLA
is in charge of the prosecution.

The charges contained in the Indictnment are nerely
accusations, and the defendant is presuned innocent unless and
until proven guilty.
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